STAFF REPORT
SAUSALITO CITY COUNCIL

AGENDA TITLE

Review of the proposal for the installation of solar panels on City Hall and request for
City Council authorization to prepare a draft Power Purchase Agreement

RECOMMENDED MOTION

The Solar Committee and Staff recommend the City Council authorize the Solar
Committee to prepare a draft Power Purchase Agreement with SolarCity to install solar
power panels on City Hall.

SUMMARY

The Solar Committee is returning to the City Council after reviewing the proposals
received in response to the City's Request for Proposals (RFP) for the development
and operation of solar energy facilities. The Solar Committee recommends a proposal
that will achieve the stated objective of the RFP to receive energy at a fixed predictable
rate that is lower than the current anticipated rate from PG&E. The proposed rate of the
selected Provider, SolarCity, is $0.158 per kWH for a solar power system that would
offset City Hall's energy bill by 79%. The proposed system would reduce the City Hall
PG&E bill by $17,760 annually, resulting in total energy costs for City Hall at an almost
equivalent rate to the projected PG&E energy costs if a solar power system is not
installed. The solar power system would turn cash positive for the City in the third year
of the solar power system, and in the fourth year would pay for the initial negative cash
flow in the first two years.

BACKGROUND

On January 9, 2008, the Finance Committee discussed the solar RFP. The discussion
included the advantages of pursuing a solar Power Purchase Agreement (PPA), a form
of financing the installation of solar equipment without requiring initial investment costs
or maintenance costs. The PPA was considered a feasible option with the information
available at the time, and the Solar Committee members were advised to continue
pursuing the idea for solar energy facilities on City Hall by drafting a RFP for City
Council review.

On April 1, 2008, the City Council authorized release of the RFP for the City Hall
project, with an option to bid on the Public Safety Facilities project. On April 3, 2008,
the RFP was distributed, with a due date of May 16, 2008. Five solar providers
responded to the RFP. Three of the providers indicated a solar project financed through
a PPA would only be feasible if a joint project were completed for the MLK facilities and
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City Hall. Two of the providers returned proposals for a PPA for City Hall only. None of
the providers submitted a bid for the Public Safety Facilities project, as all indicated the
construction should be completed first.

On May 23, 2008, the Solar Committee reviewed the proposals and determined that
none of the proposals were economically feasible and all would result in higher energy
costs for City Hall than the City is currently paying. Of the providers that responded with
bids for City Hall only, the proposed solar systems would only provide approximately
50% of the energy needed for City Hall, with the remainder being supplied by PG&E. As
a result, these initial proposals would increase the total cost for energy at City Hall, as
the City would be paying the cost for the PPA in addition to the cost for the remaining
portion of the energy bill to be provided by PG&E.

After reviewing the proposals, the Solar Committee contacted the providers requesting
whether the bids could be revised to bring down energy costs for City Hall to an
equivalent to what the City is currently paying, thus creating a net zero change in
energy costs with the PPA. The Committee received four revised bids, which were
reviewed on May 29, 2008. Three of the providers responded that a net zero cash flow
in Year 1 of the installation of the solar panels could only be achieved through a joint
project for both MLK and City Hall. However, one of the solar providers, SolarCity
returned with a significantly reduced bid for the City Hall project only. The Solar
Committee concludes SolarCity’s revised bid responds to the Committee’s fiscal
concerns to maintain and decrease energy costs for the City.

PROPOSAL DESCRIPTION

The proposed rate of the recommended Provider, SolarCity, is $0.158 per kWH, at an
escalation rate of 4% for a Power Purchase Agreement with a 15 year finance term.
The proposed system would reduce the City Hall PG&E bill by $17,760, resulting in a
total energy cost for City Hall at an equivalent rate to the projected PG&E energy cost if
solar was not installed. Based on the proposal, the solar power system would result in a
total additional energy cost of $479 in the first year of the PPA and $280 in the second
year. The solar power system would turn cash positive for the City in the third year of
the PPA, and in the fourth year would pay for the initial negative cash flow in the first
two years. The proposed solar system size is 79kW/DC using SunPower panels to be
mounted on the roof of City Hall and would produce 113,240 kWH annually, which
would offset City Hall's utility bill by 79%. The SolarCity cash flow analysis (see
Attachment 1) details the cash flow for the solar system over a 30-year period. The
utility bill savings are provided in detail in the Utility Costs Schedule (see Attachment
2), which breaks down the monthly energy that would result from installing the solar
system and switching to an A-6 rate schedule with PG&E. The energy consumption
assumptions for City Hall utility costs without solar are based on a reduced energy
usage for City Hall. An energy audit completed by the Small Business Energy Alliance
has indicated the City can reduce City Hall energy consumption by 20,000 kWH
annually with the installation of new energy efficient light bulbs. The energy and costs
savings recommendations from the Small Business Energy Alliance are provided in
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CLEAN RENEWABLE ENERGY BONDS (CREBS) FOLLOW UP

Since the April 1, 2008 City Council meeting, the Solar Committee has further
investigated the possibility of using Clean Renewable Energy Bonds for the City Hall
solar project. The Committee has concluded that this option is not fiscally feasible and
would impact the City’s debt structure. The Committee estimates the annual loan costs
for the Clean Renewable Energy Bonds would be greater than both the City’s current
energy bill and the proposed PPA rate.

FISCAL IMPACT

There is no fiscal impact for the Solar Committee’s request to initiate drafting a Power
Purchase Agreement with SolarCity. As stated in the proposal description, the PPA
would result in a projected negative cash flow of $479 in Year 1 and $280 in Year 2,
which would then become a projected positive cash flow in the following years. In Year
4, the City would have an approximate positive cash balance of $1,114, which would
cover the initial costs.

RECOMMENDATIONS FOR COUNCIL ACTION

The Solar Committee and Staff recommend the City Council authorize the Solar
Committee to prepare a draft Power Purchase Agreement with SolarCity to install solar
power panels on City Hall. The Committee would return to the City Council on June 24,
2008 with a draft agreement and more refined details on the solar power system.

ATTACHMENTS

1. SolarCity bid for a Photovoltaic (PV) system on City Hall financed through a Power
Purchase Agreement

2. SolarCity projected utility costs and savings

3. Small Business Energy Alliance Energy and Cost Savings Recommendations for
City Hall

PREPARED BY: SUBMITTED BY:

1/ A f e
Slerrzj ssell Adam W. Politzer ¢ O
Asso Planner City Manager

Solar Committee Members:

Janelle Kellman, Planning Commission Chair
Dane Faber, Sustainability Commission Chair
Richard Fortmann, Sustainability Commission
Sue Currier, Sustainability Commission
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